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Money Market in Greece 


Although commercial bank deposits in Greece have 
been increasing steadily in recent years, particularly 
since 1953, their volume still lags considerably behind 
the prewar level. This is attributed primarily to the fact 
that confidence has not yet been fully restored and that 
habits bred by past inflation still persist, to a relatively 
large extent. Commercial bank deposits at the end of 
1955 exceeded the note circulation by only some 14 per 
cent, whereas at the end of 1938 they had been some 3.3 
times the note circulation. As a proportion of national 
income, commercial bank deposits amounted to only 10 


per cent in 1955, against 47 per cent in 1938. 


The inadequate growth of bank deposits has resulted 
in a relatively low volume of bank credit. Total out- 
standing bank credit (including credit financed by cen- 
tral bank funds), calculated in terms of drachmas of 
1938 purchasing power, at the end of 1955 was esti- 
mated as only some 55 per cent of the 1938 level, although 
the real national income was higher than, and real invest- 
ment was about the same as, prewar. The uneven growth 
of bank deposits and bank credit and of investment is 
explained by the fact that, in contrast to developments in 
the prewar period, a considerable part of postwar savings 
has not flowed into the banking system but has gone into 
the illegal or free money market, where lending opera- 
tions are carried out at rates of interest that exceed sub- 
stantially those of the banks. These operations escape 
the authorities’ control, and they finance, to a large ex- 
tent, unproductive or, from the viewpoint of the economy 
in general, undesirable investments. 

Discussing the problem in his report to the Bank’s 
general shareholders at their meeting on February 24, 
the Governor of the National Bank of Greece and Athens 
stated that a stable currency is the fundamental condition 
for a proper functioning of the credit mechanism. He 
added that confidence in the drachma now appears to be 
growing and, if there is no weakening of efforts to restore 
fully this confidence, the only way to channel savings 
from the nonbanking market to the banks is to grant to 
bank depositors an interest rate not much lower than 
the rate that could be obtained from another kind of 
investment offering the same security as a bank deposit. 
According to the Governor, commercial banks should be 
accorded greater freedom in this respect; the banks, 


aware of their social responsibilities, could adapt their 


interest rates and other terms on deposits to money 
market conditions. 


The Governor further stated that the interest rates 
which commercial banks charge at present on credits 
and advances do not correspond to actual conditions in 
the money market. The discrepancy between these inter- 
est rates and those prevailing on the free money market 
(even on operations legally contracted) not only entails 
an income differential mostly in favor of economically 
stronger borrowers, but also hinders the application of 
a selective credit policy and intensifies, artificially, the 
shortage of loanable funds in the banking market. The 
credit sector remains the only sector of the economy still 
subject to direct controls; this is justified by the need to 
channel the small volume of available financial resources 
to the most desirable uses. However, in recent years, 
foreign competition and relatively large production seem 
to have reduced business profits; therefore a question to 
be examined is whether, in addition to general credit 
regulations, it might not be advisable to introduce into 
the bank credit market a more automatic mechanism, 
i.e., to apply, to some extent, the classical weapon of credit 
policy—the rate of interest—always within the limits set 
by the requirements of production and the need for cur- 
rency stability. The banks would be allowed to pursue a 
more flexible policy, designed to bring their interest rates 
on credits nearer to the rates prevailing on the nonbank- 
ing market. Higher bank interest rates on both credits 
and deposits would tend to shift financial resources from 
the nonbanking market to the banking market and thus 
unify the two money markets and the rates of interest at 
a level lower than that now prevailing in the nonbanking 
market and higher than that prevailing in the banking 
market. A reasonable increase in interest rates on certain 
categories of bank credit would entail a lower average 
interest charge on loans from all sources. In any event, 
a limited rise in bank interest rates should not be ex- 
pected to lead to a noticeable increase in costs and prices, 
since interest charges are much less than taxation and 
other charges. Nor should the fact be overlooked that 
the yield of capital is, in many sectors and categories of 
enterprises, substantially higher than payments for bank 
interest. 


Sources: To Vima, February 26, 1956, and Oikonomikos 
Tahidromos, March 1 and 8, 1956, Athens. 
Greece. 





Europe 
European Atomic Cooperation Projects 


The newspaper Le Monde compares the two proposed 
projects for European atomic cooperation—‘“Euratom,” 
the project envisaged by the six governments comprising 
the European Community for Coal and Steel (ECCS), 
and the project proposed by the Organization for Euro- 
pean Economic Cooperation (OEEC). 

Under the Euratom project, an agency similar to the 
High Authority of ECCS would be given the monopoly 
for purchasing, distributing. and selling the various fis- 
sionable materials. Although each government would 
continue to carry out its own nuclear energy program, 
Euratom would be authorized to study the various coun- 
try programs and make recommendations for their coor- 
dimation...lt, would also undertake specific common proj- 
ects, such as the construction of an isotope separation 
plant and reactors and the mining of uranium. It would 
finance these undertakings through a common budget, 
amounting to at least 15 per cent of total expenditure 
on nuclear energy by the member countries. The move- 
ment of raw materials and equipment related to nuclear 
energy would be made as free as possible between the 
participating countries; in particular, there would be no 
customs duty on raw materials and no new duty on 
equipment. 

Under the OEEC project, there would not be any cen- 
tral agency to deal with the production and distribution 
of fissionable materials and nuclear equipment, and there 
would not be any purchase or sale monopoly. The OEEC 
would create a Steering Board for Nuclear Energy and a 
Bureau of Control to “compare national investment pro- 
grams, promote joint enterprises, harmonize national leg- 
islations, and supervise the production and distribution 
of nuclear energy so as to prevent the deviation to mili- 
tary purposes of the use of the fissionable materials pro- 
There would 
not be any common budget, but each nation would be 
required to make contributions whenever it wished to 
participate in a joint project. The OEEC would encour- 
age the setting up of mixed corporations in which both 
governments and industry would participate, such as 
under Eurofima (see this News Survey, Vol. VIII, p. 42). 
Among the projects which the OEEC would endeavor to 
stimulate as joint enterprises would be an isotope separa- 


duced or utilized in the joint enterprises.” 


tion plant, a heavy water plant, electric power plants, etc. 
The OEEC would set up a special code of trade liberaliza- 
tion for nuclear energy products, with the aim of reducing 
as much as possible the various trade obstacles in nuclear 
matters between the participating countries. 


Source: Le Monde, Paris, France, February 26, 1956. 


Savings in France 


Apparent savings in France, defined as the total of 
private purchases of securities and increases in savings 
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and time deposits, are estimated at about F 875 billion 
in 1955—some 5 per cent greater than in 1954—on the 
basis of partial figures computed by the Crédit Lyonnais, 
one of the four big nationalized commercial banks. In 
1954 the increase had been almost 50 per cent. Private 
issues as a percentage of total issues increased in 1955, 
whereas the proportion of government issues declined. 
Private share issues increased from F 80 billion in 1954 
to F 110 billion in 1955, and private fixed income bond 
issues rose from F 44 billion to F 88 billion. In contrast, 
issues by the nationalized and public enterprises declined 
from F 149 billion to F 122 billion, and long-term and 
medium-term government issues fell from F 117 billion 
to F 100 billion. Total purchases of medium-term and 
long-term securities were F 422 billion in 1955, against 
F 401 billion in 1954. Liquid savings (i.e., increases in 
savings bank deposits, Treasury bond subscriptions by 
individuals, increases in time deposits, etc.) were about 
the same in both years, some F 450 billion. Since the 
larger part of these liquid savings was channeled to the 
Treasury, the Treasury continued in 1955 to mobilize 
about two thirds of apparent savings. 


Source: Le Monde, Paris, France, February 26, 1956. 


Simplification of Netherlands Exchange Control 


Effective March 9, 1956, the possibility of importing 
or exporting goods without a license has been consider- 
ably enlarged in the Netherlands. Previously, most lib- 
eralized imports and exports of commodities from or to 
OEEC countries, their associated territories, and certain 
other countries outside the dollar area were subject to 
license, although such licenses were given freely. How- 
ever, for transactions not exceeding f. 10,000 a simple 
declaration sufficed. Henceforth, the declaration system 
will apply to most liberalized imports and exports irre- 
spective of amount. In addition, the credit and prepay- 
ment terms generally permitted for these transactions 
have been extended from four months to six months. 

Another change in the exchange control regulations 
permits payments for imports from, or exports to, any 
EPU country (with the exception of Turkey, Indonesia, 
New Guinea, Surinam, and the Netherlands Antilles) to 
be made or received in any EPU currency. 

Source: Het Financieele Dagblad, Amsterdam, Nether- 
lands, March 9, 1956. 


Norwegian Loan in Switzerland 


A Swiss loan of Sw F 15 million (US$3.5 million) has 
been granted to Union Company, Ltd., a Norwegian 
woodpulp and paper manufacturing company. The loan 
is for 12 years, at an effective interest rate of 5.3 per cent. 
The proceeds will be used to purchase a German paper 
machine capable of producing 45,000 metric tons of 
newsprint annually. The machine, which will be the larg- 
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est of its kind in Norway, will be in operation in Febru- 
ary 1958. 


Source: Norges Handels og Sj¢fartstidende, Oslo, Nor- 
way, March 10, 1956. 


U.K. Imports of Danish Bacon 


The United Kingdom is to apply a 10 per cent ad 
valorem tariff on imports of Danish bacon for four years 
beginning October 1, when state trading in bacon is to be 
ended. The United Kingdom has given assurance that 
consultations will be held at the request of the Danish 
Government in the event of occurrences that are likely 
to affect the U.K. market and cause substantial economic 
injury to Danish producers. Also, an undertaking has 
been given not to increase the tariff within the four-year 
period. Moreover, if quantitative restrictions are applied 
to imports of Danish bacon at any time, the tariff will be 
suspended and Denmark will be assured a quota of 70-75 
per cent of total imports from countries other than the 
Irish Republic and the Commonwealth. Regular joint 
reviews will be made of market prospects for bacon in 
the United Kingdom. 

Source: The Financial Times, London, England, Febru- 
ary 29, 1956. 


Iceland's Balance of Payments 


Preliminary figures for Iceland’s balance of payments 
show a substantial deterioration in 1955. The deficit on 
goods and services is estimated to have increased to about 
IKr 170 million (US$10,4 million), from a deficit of 
IKr 23 million in 1954. While in 1954 the proceeds 
from foreign loans were larger than the deficit on goods 
and services, in 1955 the deficit was covered chiefly by 
the use of foreign exchange reserves. During the first 11 
months of 1955, net foreign exchange reserves fell by 
more than IKr 150 million, and at the end of November 
foreign exchange liabilities exceeded assets by IKr 48 
million. 

The deterioration in the balance of payments was due 
in‘part to an increase in imports and in part to higher 
expenditures for services. The import surplus was 
IKr 416 million in 1955, compared with IKr 284 million 
in 1954. The value of exports (IKr 848 million) was 
about the same as in the earlier year. Exports of fish 
products declined, but stocks of such products increased, 
their value being estimated at about IKr 50 million. For 
the first time since the war, there were exports of mutton, 
wool, and sheepskins; in 1955 they amounted to 5.4 per 
cent of total exports. The value of imports rose to 
IKr 1,264 million, or by 12 per cent, in 1955. While im- 
ports of consumer goods and of raw materials used in 
the manufacture of such goods decreased, imports of other 
raw materials and capital goods rose substantially; in par- 
ticular, imports of automobiles were greater than in 1954. 
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Expenditures on invisibles rose in 1955 as a result of 
the use of foreign labor, chiefly Faroe fishermen, on 
Icelandic trawlers; these fishermen are paid the main part 
of their wages in foreign exchange. Wage increases in 
1955, which were granted as a result of strikes early in 
the year (see this News Survey, Vol. VII, p. 352), are 
estimated at 20 per cent, with all groups of the population 
benefiting. The resulting increase in costs, in addition to 
the difficulty of getting experienced manpower for the 
fishing industry, caused a deterioration in the positions 
of the export industries. 


Data by countries show that the deficits with the EPU 
countries and the dollar countries doubled in 1955, while 
those with other countries were reduced substantially. 
In 1954, while there was a trade deficit with the dollar 
area, there was a surplus on the goods and services 
account with that area owing to receipts ‘from ‘military 
construction work for the U.S. forces in Iceland; this sur- 
plus was used to cover the deficit with the EPU area in 
that year. But for 1955 it is estimated that the surplus 


with the dollar area was negligible, owing to the increase 
in the trade deficit. 


Source: Udenrigsministeriets 


Tidsskrift, 


Copenhagen, 
Denmark, February 17, 1956. 


Increase in West German Discount Rate 


The central bank of the Federal Republic of Germany 
(Bank deutscher Lander) raised its discount rate from 
3% per cent to 414 per cent, effective March 8. Increases 
in other rates also were ordered, notably in the discount 
rate for Treasury bills (by approximately 94 per cent), 
the rate for secured advances (by 1 per cent, to 5 per 
cent), and the rate payable on credits obtained from the 
Bank deutscher Lander or the Land central banks (by 34 
per cent, to 41% per cent). The interest rate payable if the 
minimum reserves held with the central banking system 
fall below the required level was maintained at 3 per 
cent above the rate payable for secured advances; i.e., it 
was raised from 7!% per cent to 814 per cent. 


With the increases in rates, the central bank has con- 
tinued the restrictive credit policy initiated in August 
1955, when the discount rate was increased from 3 per 
cent—the lowest rate on record—to 3% per cent (see 
this News Survey, Vol. VIII, p. 53). The discount rate 
now is the same as that during the period from August 
1952 to January 1953. It is believed that the increase 
in the discount rate may serve to correct the discrepancy 
between the official and market rates. Shortly before the 
discount rate was raised from 31% per cent, the call money 
rate was %4 per cent higher, i. e., 44% per cent. 


Sources: Handelsblatt, Diisseldorf, Germany, March 9, 
1956; Neue Ziircher Zeitung, Ziirich, Switzer- 
land, March 9, 1956. 





Reconcentration of West German Banks 


The West German parliamentary bill for reconcentra- 
tion of the successor institutions of the former big banks 


Bank, 


has now been completed. The earlier differences of opin- 


Deutsche Dresdner Bank, and Commerz-Bank) 
ion on the fiscal effects of the reconcentration have been 
satisfactorily overcome; the reconcentration will not prej- 
udice the banks from the tax point of view. It is anti- 
cipated that Parliament will debate the bill in the spring, 
and it may possibly become law before the end of the 
current year. This would enable the new big banks to 
start operations by January 1, 1957. For the time being, 
reconcentration will be confined to the successor institu- 
tions in the federal area; that is, it will not include the 
branch banks set up after World War II by the successor 
institutions in Berlin. It is proposed that these banks 
retain their present independence and separate names. 
Moreover, it is not at all certain that the new big banks 
will take over the old prewar names, for in that event 
they would be obliged to incorporate in their capital the 
residual share capital of the old banks, which is still 
quoted on the stock exchange. As far as the Commerz- 
Bank group is concerned, it is reported that the question 
is still being examined as to whether the successor in- 
stitutions operating in southern Germany and northern 
Germany shall not continue in future to retain their legal 
independence in the form of subsidiaries of a new parent 
company, which will probably have its head office in 
Diisseldorf. Both the Deutsche Bank and the Dresdner 
Bank groups have already made arrangements to locate 
their head offices in Frankfurt. The new big banks are 
expected to retain a high degree of decentralization, par- 
ticularly in their credit operations, since the experience 
of recent years has shown this to be advantageous. 


Source: Frankfurter Allgemeine Zeitung, Frankfurt am 
Main, Germany, February 18, 1956. 


Middle East 


Egyptian State Ordinary Budget 


Final accounts of Egypt’s 1953-54 ordinary budget, 
just published, show that actual expenditures totaled 
LE 199.7 million and actual revenue totaled LE 206.4 
million; thus there was an actual surplus of LE 6,7 
million, which was added to the State Reserve Fund. This 
Fund amounted to LE 31.9 million on June 30, 1954, the 
end of the fiscal year. 


Expenditures and revenue for the ordinary 1953-54 
budget had been estimated at LE 197.5 million. During 
fiscal 1951-52 there had been an actual deficit of LE 38.8 
million, and in fiscal 1952-53 a deficit of LE 10.2 million. 

Egypt has a separate budget for economic development 
under which LE 7.1 million was to be spent during the 


INTERNATIONAL FinanciaL News Survey, March 16, 1956 


1953-54 fiscal year. No final figures on this budget are 
yet available. 


Source: Al Ahram, Cairo, Egypt, March 4, 1956. 


Lebanese Foreign Trade 


Preliminary and unadjusted figures indicate that Leba- 
non’s foreign trade continued to expand in 1955. Im- 
ports rose from LL 485.1 million in 1954 to LL 529.2 
million in 1955. Lebanese import figures are recorded at 
official rates, whereas actual transactions take place at the 
free market rates. (The official rate is LL 2.2 per U.S. 
dollar, whereas the free market rate averaged about 
LL 3.24 per dollar in 1955. Imports from Syria, on the 
other hand, are overvalued by about 10 per cent, because 
of the divergence of the free rates for Syrian and Lebanese 
pounds from par.) Exports also increased, from LL 105.6 
million in 1954 to LL 120.6 million in 1955. Thus the 
unadjusted trade deficit was LL 379.5 million in 1954 
and LL 408.6 million in 1955. 

As a result of the increased trade, Lebanese customs 
receipts amounted to LL 67.4 million in 1955, compared 
with 1954 receipts of LL 55.5 million and with 1955 
budget estimates of LL 46.4 million (the fiscal year in 
Lebanon is identical with the calendar year). 

Source: Le Commerce du Levant, Beirut, Lebanon, Feb- 
ruary 29, 1956. 


Export-Import Bank Loan fo Syria 


The Export-Import Bank of Washington has an- 
nounced a loan of $105,000 to a concern in Syria, to 
assure the beginnings of a program to bring a dependable 
supply of potable water to various sections of the coun- 
try. This will be the beginning of a five-year drilling 
program, to cost about $6 million, instituted by the 
Syrian Government. The entire project is intended to 
provide drinking water, not irrigation water. 

Source: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., March 2, 1956. 


Far East 
External Assistance Received by India 


The Indian Ministry of Finance has reported that the 
total amount of external financial assistance made avail- 
able to the Government of India during the period of the 
First Five Year Plan was nearly Rs 3 billion (US$630 
million), the largest single contributor being the United 
States. Excluding the 1951 wheat loan, the total U.S. 
assistance to India authorized to date under the Indian- 
U.S. aid program was approximately Rs 1.42 billion 
($298 million). If the wheat loan of $190 million is 
included, as well as assistance provided by private philan- 
thropic organizations, the total amount of U.S. assistance 
was about Rs 2.38 billion ($500 million). Other sources 
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of external finance have been the International Bank for 
Reconstruction and Development on a loan basis, and 
certain Commonwealth countries participating in the 
Colombo Plan (e.g., Australia, Canada, and New Zealand) 
on a grant basis. Apart from agreed releases of India’s 
sterling balances, assistance from the United Kingdom 
has been mainly in the field of technical assistance. 


The total of IBRD loans to the Indian Government 
during the period of the First Five Year Plan amounted 
to a little more than Rs 120 million ($25 million). While 
the total amount of loans sanctioned by the IBRD to date 
is nearly Rs 600 million ($125 million), more than 
$42 million was utilized prior to the First Five Year Plan, 
and $58 million was loaned to the private sector. Total 
grants authorized by the Governments of Australia, 
Canada, and New Zealand during the First Five Year 
Plan period amounted to approximately Rs 450 million 
(nearly $100 million). 


Of the total Rs 3 billion authorized, it is expected that 
up to the end of the fiscal year ending March 31, 1956 
only Rs 2.04 billion will be utilized, so that approxi- 
mately Rs 950 million authorized in the First Five Year 
Plan period will be available for utilization during the 
Second Five Year Plan period (see this News Survey, 
Vol. VIII, pp. 277 and 281). The main reason for the 
delay in utilizing these resources has been the time lag 
between authorization of assistance or sanction of loans 
and the utilization of the proceeds on agreed programs 
through the procurement of equipment, materials, etc. 


In addition to this financial assistance, India has re- 
ceived substantial technical assistance from the United 
Nations and its specialized agencies, from the United 
States under the Point Four and subsequent programs, 
and from members of the Colombo Plan. Under these 
various schemes, India has secured thus far the services 
of 734 experts, as well as training facilities for 1,360 
Indian nationals. 


Sources: The Times of India, Bombay, India, March 7, 
1956; Embassy of India, /ndiagram, Washing- 
ton, D.C., March 8, 1956. 


Indian Tea Export Quota 


The Government of India has increased the tea export 
quota for the 1955 crop to 480 million pounds, in order 
to bring relief to the industry, which, according to the 
trade, has been facing a near crisis. The augmented 
quota is 15.1 million pounds larger than the previous 
season’s quota of 464.9 million pounds, and amounts to 
69 per cent of the total crop output. It represents 138 
per cent of the “standard export figure,” and exceeds by 
3 per cent the maximum permissible under the Interna- 
tional Tea Agreement. 


Source: Reserve Bank of India, /ndian News Digest, 
Bombay, India, February 16, 1956. 


Thailand's Special Tax on Rubber Exports 


The Thai Cabinet Council has approved legislation 
drafted by the Ministry of Agriculture which authorizes 
a special tax on rubber exports. The revenue will be used 
to establish a rubber rehabilitation fund for aiding rubber 
plantations in improving the yields and quality of rubber. 
The Farming Department of the Ministry of Agriculture 
will receive 5 per cent of the rehabilitation funds for 
research on high yielding plants; the remainder will be 
allotted for assistance to the owners of rubber plantations 
according to the size of their holdings. Of the total of 
2 million rai (24% rai=1 acre) of rubber plantations, 
about 500,000 rai are in need of rehabilitation. A special 
board appointed by the Ministry of Agriculture wii! ban- 
dle the rubber rehabilitation fund. 

Source: The Bangkok Post, Bangkok, Thailand, Decem- 
ber 8, 1955. 


New Cement Plant for Taiwan 


The Industrial Development Commission of the Eco- 
nomic Stabilization Board in Taiwan has approved the 
construction of a new cement plant, with an annual 
capacity of 100,000 tons. A group of Chinese in Hong 
Kong will invest NT$20 million in the new enterprise, 
which will be known as the Asia Cement Corporation, a 
private organization. 


Three major cement plants are operating under the 
Taiwan Cement Corporation, which has been a private 
company since October 1954. These three plants have a 
combined yearly output of some 500,000 metric tons. 
The Taiwan Cement Corporation is planning an expan- 
sion of the capacity of its Chutung plant by another 
100,000 tons annually. Now under construction is the 
Chiahsin plant, which, when completed, is expected to 
produce 100,000 metric tons of cement a year. The 
annual cement output in Taiwan will reach, or probably 
exceed, the 800,000 ton mark in 1958, when the new 
Asia Cement Corporation plant goes into production. 
Source: Chinese News Service, Press Release, New York, 


N.Y., February 14, 1956. 


Rehabilitation of Basic Industries in Korea 


The Korean Ministry of Commerce and Industry an- 
nounced plans on February 24 for a program to rehabili- 
tate basic industries, at a cost estimated at slightly more 
than 5 billion hwan. The funds are to be distributed as 
follows: 1.45 billion hwan for the procurement of fuel 
for the operation of 100,000-kilowatt thermal power 
plants; 422 million hwan for the development of the 
Koesan Hydroelectric Power Plant; 300 million hwan 
for the development of coal mines operated by private 
enterprises; 900 million hwan for the maintenance and 
repair of power lines; 118 million hwan for the Inchon 
Power Mill; 331 million hwan for the development of 





290 


the Yangyang Iron Mine; 346 million hwan for ore pro- 
curement by the Changhang Refinery; 500 million hwan 
for the construction of the Chungju Hydroelectric Plant; 
and 905 million hwan for ship construction. The Finance 
Ministry has been asked to appropriate funds for the 
program, which will continue through the end of the 
fiscal year ending June 30, 1956. 

The Ministry of Reconstruction is considering the 
transfer of $4.17 million of ICA aid funds for 1956 to 
the purchase of bituminous coal. The money originally 
was earmarked for imports of equipment for small-scale 
enterprises. Urgent need for the fuel by the Ministry of 
Transportation has necessitated the transfer. 

Source: The Korean Republic, Seoul, Korea, February 25, 
1956. 


Export-Import Bank Credit to the Philippines 


lhe Export-Import Bank of Washington established 
on March 8 a credit of $65 million to the Philippines. 
A series of loans, varying in amounts, duration, and 
terms, will be extended to either public agencies or pri- 
vate concerns to finance the purchase in the United 
States of machinery, equipment, materials, and services 
necessary for development projects. Small loans will 
be for five years and large loans for a longer period. 


Of the total credit, $50 million will be made available 
for large-scale public or private projects; the remaining 
$15 million will be for small private industrial projects 
and will be made available through the Central Bank or 
other financial institutions. The Export-Import Bank will 
approve four general types of development project, in- 
cluding those designed to reduce Philippine dependence 
on imported raw materials, to develop timber and mineral 
resources so as to diversify the export market, to expand 
basic service industries, such as power and transporta- 
foreign exchange requirements 
through the development of industries consuming domes- 
tic or imported materials at an earlier processing stage. 


tion, and to reduce 


In 1954, the Export-Import Bank had extended a credit 


of $5 million to certain financial institutions in the 

Philippines. 

Sources: The Export-Import Bank of Washington, Press 
Release, Washington, D.C., March 8, 1956; 


Philippine Association, Philippine Newsletter, 


New York, N.Y., March 8, 1956. 


United States and Canada 


U.S. Surplus Disposal Program 


Under the Agricultural Trade Development and As- 
sistance Act (P.L. 480), agreements for the sale of sur- 
plus farm products for foreign currencies have totaled 
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$1,125 million (in terms of cost to the U.S. Government) 
since July 1954. Of the total number of agreements, 40 
per cent have been signed since the beginning of 1956, 
at a monthly rate six times higher than during the entire 
period from July 1954 to December 1955. 


On March 5, the Department of Agriculture announced 
an agreement with Spain for the sale of $65 million of 
surplus commodities. Cotton and edible oils account for 
about three fourths of the commodities to be shipped; 
also included are small amounts of pork, feed grains, 
tobacco, potatoes, and tallow. The agreement is the third 
largest to be negotiated and the third such agreement with 
Spain, bringing to $112.5 million the total value of com- 
modities programmed for shipment to that country. 


Sources: Department of Agriculture, Press Releases, 


Washington, D.C., March 5 and 6, 1956. 


U.S. Farm Income in 1955 


Net farm income in the United States amounted to 
$10.8 billion in 1955, a 9 per cent decline from the $11.8 
billion in 1954 and the lowest figure since 1942. The 
steady decline since 1951 has amounted to 27 per cent. 

A 5 per cent fall in prices was chiefly responsible for 
the 1955 decline in income. Cash receipts from sales 
were $800 million less than in 1954, largely owing to 
lower prices for meat animals and wheat. 


Source: The Wall Street Journal, New York, N.Y., 
March 7, 1956. 
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Canadian Wheat Sale to Czechoslovakia 


Canada has agreed to sell to Czechoslovakia from 
100,000 to 300,000 tons of middle-grade Canadian wheat 
and | million or 2 million bushels of feed barley during 
1956. The amount of wheat actually sold will depend on 
the success of a trade mission now in Canada to promote 
Czechoslovak exports. If 300,000 tons are sold, the trans- 
action will total about $15 million, of which 25 per cent 
will be paid in cash and the balance within one year. The 
sale will be made by the Wheat Board, and the credit will 
be insured by the Export Credits Insurance Corporation. 
It is reported that contracts may be negotiated also with 
Poland and Hungary. 


Sources: The Globe and Mail, Toronto, Canada, March 6 
and 8, 1956. 


Latin America 
Bank Credit Developments in Peru 


The commercial banks in Peru expanded their lending 
operations by more than 19 per cent during 1955. The 
expansion in 1954 had been only 7 per cent. Their total 
credit outstanding at the end of 1955 was S/. 4,233 mil- 
lion, S/. 688 million higher than a year earlier. 

About 42 per cent of the total credit extended last 
year went to inland and import trade; 25 per cent to 
manufacturing industries; 16 per cent to agriculture and 
cattle raising; and most of the remainder to the construc- 
tion industry and other private activities. Only about 
1.5 per cent of total commercial bank credit was granted 
to the Peruvian Government and other public entities. 

In November 1955, the monetary authorities adopted 
measures to restrain credit: the penalty charge on any 
reserve deficiency incurred by the commercial banks was 
raised and marginal reserve ratios were increased (see 
this News Survey, Vol. VIII, p. 212). 

Source: Banco Continental, News Letter, Lima, Peru, 
February 21, 1956. 


Wage and Salary Increases in Argentina 


The Government of Argentina on February 17 declared 
an emergency wage and salary increase of 10 per cent 
throughout industry and commerce, retroactive to Febru- 
ary 1, and also established a minimum monthly wage of 
M$N 1,120 for men and women over 22 years of age. 
Similar wage increases and minimum monthly compen- 
sation were later extended to government employees. 

The decree increasing industrial and commercial wages 
also extended the operation of the current collective labor 
agreements until such time as any agreements concluded 
to replace them are officially approved. Revision of the 
labor agreements may be initiated any time between 
March 1 and December 31, 1956, and new agreements 
will be valid for 18 months. The 10 per cent increase 
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will be regarded as an advance on any total increase that 
may result from the negotiations. A supplementary decree, 
which will be in force until February 28, 1957, stipulates 
that all wage and salary increases granted since Novem- 
ber 1, 1955 and which may be granted during the validity 
of the decree must be met from the profits of businesses. 
Infringements of these regulations are subject to heavy 
fines. 

Source: The Review of the River Plate, Buenos Aires, 

Argentina, February 21, 1956. 


Other Countries 
New Lealand Monetary Measures 


The Reserve Bank of New Zealand announced that the 
reserve ratios of the trading banks were to be lowered 
sharply on February 29—from 26 per cent of demand 
liabilities to 7 per cent, and from 7'% per cent of time 
liabilities to 3 per cent. The last time that reserve ratios 
were changed was on January 24, 1956, when they were 
raised from 24 per cent to 26 per cent of demand lia- 
bilities (see this News Survey, Vol. VIII, p. 260). 

The Reserve Bank emphasized that this was a technical 
adjustment to cover the period when income tax pay- 
ments are transferred from customers’ accounts in the 
trading banks to government accounts in the Reserve 
Bank (see this News Survey, Vol. VII, p. 324). These 
transfers are expected to involve a net reduction during 
March of nearly £NZ 50 million in the balances held by 
the trading banks at the Reserve Bank. The reduction in 
the reserve ratios has had the effect of lowering the 
trading banks’ “frozen” balances with the Bank from 
£NZ 65 million to £NZ 18 million. The reserve ratios will 
be increased again within a few weeks to ensure that the 
present degree of restraint on bank credit will not be 
relaxed until such time as the economic conditions of 
Bank 


decreased for the second month in succession. 


the country warrant it. overdrafts in January 
The Associated Trading Banks announced that interest 
rates for fixed deposits which have ruled since 194] were 


The former rates 


ranged from %4 per cent for three months’ deposits to 


to be increased as of February 16. 


2 per cent for twenty-four months’ deposits, whereas the 
range of the new rates is from 1% per cent to 2'% per 


cent. 

of New Zealand, New Zealand 
News Review, Wellington, New Zealand, Febru- 
ary 23, 1956. 


Source: Reserve Bank 


Central Bank in Federation of Rhodesia and Nyasaland 


According to the bill for the establishment of a central 
bank in the Federation of Rhodesia and Nyasaland—to be 
called Bank of Rhodesia and Nyasaland—the Bank will 


issue £] million of capital stock to the Federal Govern- 
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ment, and take over the assets and liabilities of the Central 
\frica Currency Board. The existing federal coinage and 
currency legislation passed in 1954 and the Southern 
Rhodesian Coinage and Currency Act of 1938 will be 
repealed. The Bank will have authority to issue federal 
banknotes, underwrite government and local authority 
loans, and act as agent or correspondent for the Inter- 
national Monetary Fund. 

Source: East Africa and Rhodesia, London, England, 

February 16, 1956. 


Reports of Currency Boards in Africa 


The West African Currency Board, in its annual report, 
points out that, in contrast to the fiscal year 1953-54, 
the amount of currency issued in West Africa during 
1954-55 (£15.8 million) was exceeded by the amount of 
currency redeemed through payments in London (£16.3 
million), resulting in a reduction of £0.5 million in the 
amount of currency in circulation (see table). The mean 
market value of on June 30, 1955 was 
£96.3 million, compared with £99.5 million on June 30, 


1954. Largely because of a substantial depreciation in the 


investments 


market prices of the investments, the excess of total assets 
(£100.1 million) over total liabilities (£92.8 million) 
was reduced to £7.2 million on June 30, 1955, from £11.6 
million on June 30, 1954. At the end of June 1955, the 
holdings of cash, Treasury bills, and securities maturing 
not later than 1957 amounted to 42 per cent of the Board’s 
assets. An appendix to the annual report quotes in full 
the statement of the Minister of Finance in the Gold 
Coast Assembly on April 5, 1955 regarding the issue 
by the Gold Coast of its own currency. The Minister 
said, among other things, that “the unit of new currency 
will be exchanged and maintained as now, at a value 
equivalent to that of the pound sterling, and will be fully 
backed by sterling.” 


Currency Outstanding at End of Fiscal Years in 
British Territories in Africa 
(in millions of pounds sterling) 
1953 
West Africa (June 30) 90.5 


75.1 


In hands of the public 
Bank holdings 


East Africa (June 30) 
In hands of the public 
Bank holdings 

Central Africa (March 31) 
In hands of the public 
Bank holdings 


The report of the East African Currency Board states 
that during 1954-55 issues of currency amounted to £12.4 
million (1953-54: £6.8 million) while redemptions totaled 


£4.5 million (1953-54: £2.0 million), including £0.9 


million redemptions of currency repatriated from Somalia, 
which is no longer part of the East African currency area. 
The value of investments on June 30, 1955 at mean 
market prices was £49.9 million, compared with £51.0 
million a year earlier. Depreciation in the market value 
of the investments on June 30, 1955 amounted to almost 
£4 million. The excess of total assets (£61.8 million) 
over total liabilities (£57.9 million) was £3.9 million on 
June 30, 1955, compared with £6.0 million a year earlier. 
Cash, Treasury bills, and securities maturing not later 
than 1957 amounted to 38 per cent of the Board’s total 
assets as of June 30, 1955. An appendix to this report 
contains the revised regulations dated September 16, 
1955 defining the Board’s constitution, duties, and powers. 
The revisions authorize the Board to hold publicly issued 
securities of, or guaranteed by, the Government of one of 
the Constituent Territories, provided that the cash price 
of such securities does not, except with the approval of 
the Secretary of State, exceed an amount equivalent to 
£10 million. 

The Central Africa Currency Board reports that it is- 
sued £3.1 million of local currency in 1954-55 (1953-54: 
£2.9 million) and redeemed £1.3 million (1953-54: £1.4 
million). Investments of this Board as of March 31, 1955 
were valued at £15.9 million (net capital value), com- 
pared with £15.4 million (cost price) on March 31, 1954. 
The total depreciation on investments in 1954-55 was 
£0.5 million. The balance sheet of the Board shows total 
assets of £20.7 million on March 31, 1955 and liabilities 
of the same amount, including a reserve of £1.2 million 
against depreciation of assets and a special reserve of 
£0.4 million to be used for expenditure incurred prepara- 
tory to the establishment of a central bank. 


Sources: West African Currency Board, Report for the 
Year Ended June 30, 1955, and East African 
Currency Board, Report for the Year Ended 
June 30, 1955, London, England; Central Africa 
Currency Board, Report for the Year Ended 
March 31, 1955, Salisbury, Federation of Rho- 
desia and Nyasaland. 


International Financial News Survey, written by 
members of the staff of the Fund, is based on mate- 
rial published in newspapers, periodicals, official 
documents, and other publications as cited at the end 
of each note. Explanatory material may be added, 
but no Fund editorial comment or opinion. Therefore 
any views expressed are taken from the sources 
quoted and are not necessarily those of the Fund. 

The News Survey is published weekly, except in 
the Christmas and New Year weeks. It may be ob- 
tained by applying to 
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